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EXPORT SUMMARY 


U.S. exports of horticultural products to offshore destinations (destinations 
other than Canada*) in December totaled $221 million, down 3 percent from the 
same month a year earlier. Most horticultural commodity groups actually 
recorded improved export shipping levels during the period. The overall 
decline is attributed to a smaller export volume for tree nuts. Almond 
exports, including both shelled/prepared almonds and unshelled almonds, were 
down sharply in December in response to reduced volumes destined for markets 
in Western Europe and India. Walnut and pistachio exports in December also 
were weak. Export value for all horticultural products during the first 
quarter of fiscal year 1990 (October 1989-September 1990) totaled $852 million 
compared to $795 million during the same period a year earlier. 


(*Canada is excluded because U.S. export data to Canadian destinations are not 
accurate. Many export shipments to Canada are not counted.) 
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UPDATES 


General Developments 
--Late January storms damaged Dutch greenhouse operations. On January 25, 


1990, a powerful storm with winds of 80-90 miles per hour damaged 70 percent 
of the 10,000 greenhouse operations in the Netherlands. Although only 100 
greenhouses were severely damaged, crop and structural damage to greenhouse 
horticulture may reach $80-$95 million. The Dutch Ministry of Defense quickly 
provided 500-600 troops to help clean-up, which was expected to take less than 
two weeks. Overall, there should be little negative impact from this storm on 
Dutch production, or prices, of flowers and vegetables. The total value of 
Dutch horticultural agriculture in 1988 was approximately $5.3 billion. U.S. 
imports of cut flowers and vegetables from the Netherlands in 1989 totaled 
$46.1 million. 


--Turkey recently announced _new__export subsidy levels for several 


horticultural items. The export subsidy is specified in dollars per metric 
ton with a maximum payment set at a percentage of the total value of the 
export sale. The subsidies were published in the January 26, 1990, edition of 
the Official Gazette and became effective as of that date. 


Commodity Export Subsidy Maximum Percent of Total Value 
Potatoes 

Fresh $30 15 

Frozen S80 1) 

Fried $80 IS 
Tomatoes $30 15 
Onions, dry S20 15 
Frozen vegetables, 

excluding potatoes $100 10 
Canned fruit and vegetables 

(max. of 5 Kg. containers) $50 10 
Frozen fruit $100 10 
Fresh citrus $80 20 
Apples $66 20 
Concentrated fruit juice $250 10 
Fruit pulp $50 10 


The Foreign Agricultural Service announces the Taipei Fresh Fruit and 
Vegetable Show. This is the first trade show that the U.S. government is 
sponsoring that will feature fresh produce. The show will be held at the Ritz 
Hotel in Taipei, Taiwan, August 6-7, 1990. This show has been developed in 
response to strong and growing demand for fresh produce items in Taiwan. The 
cost of participation is $1,500, which will cover the cost of booth space, 
equipment rental, and shipping of product samples. FAS also will provide 
publicity, consolidation, and customs clearance services. For more 
information, please contact John O’Connell at (202) 382-8497. 


Citrus and Products 
--French imports of fresh grapefruit during the current 1989/90 marketing 
season will decline for the second consecutive year. After rising sharply in 


recent years, French per capita consumption of fresh grapefruit now has 
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reached 2.6 kilograms (5.7 pounds), one of the highest levels in the world. 
French imports of grapefruit peaked at 155,842 tons in 1987/88, more than 25 
percent above the volume of a decade earlier. Grapefruit imports in 1988/89 
fell 3 percent to 150,831 tons. The United States remained France’s leading 
supplier of grapefruit in 1988/89, with shipments totaling 77,600 tons. 
Florida grapefruit accounted for roughly 99 percent of all U.S. shipments. 
Other important suppliers in 1988/89 included Israel with 22,476 tons, South 
Africa with 15,519 tons, Argentina with 13,846 tons, and Cyprus with 6,749 
tons. The decline in import volume witnessed last season is attributed to 
tight supplies in November and December 1988 of larger sized Florida fruit 
preferred by consumers and an increase in consumption of avocados. Avocados 
compete with grapefruit as a first course at meals at French dinner tables. 
French imports of U.S. grapefruit in 1989/90 will decline sharply in response 
to the Florida freeze in December 1989. 


Fresh Non-Citrus 


--Bumper supplies of kiwifruit are heightening competition for markets around 


the world. Northern Hemisphere producers are marketing their crop during the 
first half of the year, while New Zealand and other Southern Hemisphere 
producers market their crop during the second half of the year. 


Despite last year’s short crop in New Zealand, the country’s new Kiwifruit 
Marketing Board (KFMB), held back large supplies for sale late in the season, 
thus loading up the Japanese and European markets with large amounts of low 
priced fruit after new crop fruit from the Northern Hemisphere was available. 
The forecast for 1990 is for a recovery in production to about 248,000 tons, 
with an export pack expected to reach 216,000 tons (60 million trays at 3.6 
kg/tray). Also, in 1990 the KFMB will introduce a premium payment to growers 
for larger fruit and will penalize smaller fruit. In France, market prices 
for kiwifruit collapsed due to the large increase in domestic and imported 
kiwifruit supplies. French kiwifruit producers, who suffered from large 
stocks of New Zealand kiwifruits in late 1989, reportedly, are now competing 
with heavy imports of inexpensive, small Italian kiwifruits. 





About 99 percent of Japan’s imports come from New Zealand, with the United 
States supplying the balance. Expanded Japanese domestic production has cut 
U.S. shipments out of the market. Canada depends on imports for about 95 
percent of its kiwi supplies. The United States dominated the market in 
Canada in 1990. Shipments from New Zealand, Chile, and Italy are expected to 
be at about the same levels as the previous year. 





West German importers see few opportunities for U.S. kiwifruit on the German 
market in 1990, because of the competitive prices offered by European 
producers, especially Italy, who also benefit from being within the EC’s 11 
percent tariff barrier. 


Spanish imports of kiwifruit in 1990 are forecast to reach 13,000 tons, up 
from 9,000 tons the previous year. Imports of fresh kiwi from the United 
States are not permitted entry due to Spanish phytosanitary regulations. In 
Sweden, imports are forecast to reach almost 9,000 tons in 1990, up only 
slightly from the previous year. New Zealand and Italy have been the primary 
suppliers. Imports of kiwifruit into Finland in 1990 are expected to total 
only slightly above 3,500 tons registered in 1989. 


A detailed report will be published on kiwifruit production, supply and total 
distribution in next month’s Horticultural Products Review. 
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--Argentine fruit production harmed by bad weather. Apples and pears in the 


Rio Negro valley suffered damage from a severe hailstorm on February 12, 1990. 
Also, a heavy rainstorm on February 13, 1990, hit the San Juan area affecting 
table and wine grape vineyards. Losses in the Rio Negro Valley are estimated 
at 20-30 percent of fruit production. Extensive damage will spur increased 
production of juice concentrate and a decline in domestic fresh utilization. 
Apple and pear exports are not expected to decrease. U.S. imports of 
Argentine fresh apples in 1989 reached 15,600 tons, double the 1988 volume. 
U.S. imports of Argentine fresh pears in 1989 were 11,900 tons, up 61 percent 
over 1988. 


Dried Fruits and Tree Nuts 


--The 1990 Australian sultana production forecast has been reduced from 85,000 
tons to 73,000 tons due to dry weather in the State of Victoria. Victoria, 


which produces 75 percent of Australia’s sultanas, has experienced 
temperatures of 35-45 degrees Celsius (95-115 degrees Farenheit) and strong 
winds throughout the month of January. The hot and windy weather caused the 


untimely wilting of grapes. 


Exports to minor markets are expected to be the first affected by the 
reduction inv output. Australian exports LOmeLcS four major export 
markets--West Germany, Canada, the United Kingdom, and New Zealand--are likely 
to be unaffected. 


--Updated production, supply and distribution tables for almonds, walnuts, 
pistachios and hazelnuts are included in the statistical section of this issue. 


U.S. production of almonds is estimated at 217,727 tons, 13 percent higher 
than the original forecast but below last year’s production. Favorable 
weather is the main factor resulting in this change. Based on exports during 
the first 6 months of marketing year 1989/90, it is expected that total U.S. 
almond exports for the year will be less than the original forecast and almost 
21 percent below last year’s level. 


U.S. pistachio production has been surprisingly high this year despite the 
fact that this is the off-year in the pistachio production cycle. Originally 
the industry was expecting production to be below 13,000 tons, but the current 
crop estimate for pistachios is 17,690 tons. As a result, it is expected that 
the United States will export 8,600 tons of pistachios, inshell basis, 
compared with the original forecast of only 4,500 tons. For other updates 
refer to the statistical section of this issue. 


Other Processed Fruit 


--U.S. imports of canned peaches from Chile and Argentina increased 


dramatically during the first seven months of the 1989/90 marketing year 
(June-December 1989) compared to the same period in 1988/89. Imports of 


Chilean canned peaches jumped 42 percent, from 4,993 tons. to 7,082 tons and 
represents 2/7 percent of total U.S. canned peach imports (26,395 tons) for the 
first seven months of the 1988/89 marketing year. Unit prices of Chilean 
canned peaches have remained steady for the past two years, averaging $706 per 
ton, f.o.b., port of embarkation. Imports from Argentina have tripled, from 
716 tons in the first part of 1988/89 to 2,249 tons so far in the present 
marketing year. Although U.S. imports of Greek canned peaches is down 15 
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percent for the first 7 months of 1989/90 compared to the previous year 
(13,178 tons compared to 15,572 tons, respectively), Greece remains’ the 
largest supplier of canned peaches to the U.S. market, furnishing 50 percent 
of all imports. The unit price for Greek canned peaches for the first half of 
1989/90 is $617 per ton, a decline of 6 percent from last year’s unit price of 
$657 per ton. 


Chile has also doubled its supply of canned fruit mixtures to the U.S. market. 
U.S. imports of Chilean fruit mixtures for the first seven months of the 
1989/90 marketing year total 1,012 tons, accounting for nearly 50 percent of 
U.S. imports of non-tropical fruit mixtures so far this year. 


Vegetables 


--The EC has proposed _a 2 percent increase in the tomato for processing 
production quota for 1990/91. The rise results from the increase in Spain’s 


quota, froma total 667,000 tons of fresh tomatoes eligible for processing 
subsidies to 767,050 tons. Under the terms of accession, Spain is eligible 
for the increase in 1990/91. Portugal is eligible for an increase in the 
quota in 1991/92. 


EUROPEAN COMMUNITY: PROPOSED QUOTAS FOR PROCESSED TOMATO PRODUCTS 
QUANTITIES OF RAW MATERIAL USAGE, 1990/91 
(Metric Tons) 


COUNTRY PASTE? WHOLE OTHER TOTAL 
PEELED? PRODUCTS 

Italy 1,655,000 1,185,000 453,998 352935998 
Greece 967,000 25,000 2198 013,093 
France 283,691 58,628 50,087 392,406 
Spain 425,500 240, 350 101, 200 767,050 
Portugal 662,945 9,600 22,492 694,737 
EC-12 See yee 14875225 598 , 884 6,161, 787 


1Conversion rate for paste: 5.5-6.0 raw product to 1. ?*Conversion rate of 
whole peeled: 1.2-1.5 raw product to l. 


In other member states the total amount of tomatoes eligible for subsidies 
stay the same, although the amount of tomatoes allocated for paste production 
in France and Portugal declined, while tomatoes allocated for "other products" 
increased. The quotas remain based on national production, although there had 
been some discussion within the Community of changing the quotas from national 
to EC-wide. 


The EC proposed quota for 1990/91 is not as flexible as last year’s quota. 
Instead of being able to transfer 10 percent of the tomato paste quota to the 
quota of "other products," and vice-versa, only 5 percent can be transferred 
between products. Twenty percent of the canned whole peeled tomato quota can 
be allocated to either tomato paste or "other products," which is the same as 
last year’s quota. This mechanism reflects the declining demand for canned 
whole peeled tomato products and the increasing demand for paste and specialty 
products. Within each member state, processors are allocated a certain amount 
of the national quota based on previous production. 


MARCH 90 7 HORTICULTURAL PRODUCTS REVIEW 


Wine 





--The Province of Quebec Liquor Board (SAQ) met the pricing obligations for 


wine stated in the U.S.-Canada Free Trade Agreement on January 1, 1990. The 
changes made by SAQ resulted in the formation of only two categories of wine: 
"Bottled in Quebec" and "Bottled Outside Quebec." The first category covers 
wine produced in Quebec and bulk wines of any origin bottled in Quebec. The 
second or "imported" category covers wines produced and bottled in other 
provinces of Canada as well as foreign countries. SAQ reduced the mark-up 
differential between the "imported" and "domestic" wine by raising the mark-up 
on the "domestic" wine. The new mark-ups by price step are given in the table 
below. 


Value per Case Domestic Imported 
(CS/12 bottles) CPet.s) (Pct. ) 
25.01 to 40.00 67 80 
40.01 to 75.00 60 60 
Over 75.00 50 50 
Plus per case charge: CS3 250 CS35u.5 
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SPAIN’S PROCESSED TOMATO PRODUCTS INDUSTRY 7 


The Spanish tomato industry is fast becoming one of the more diversified in 
the world. Increased emphasis is being placed on the production of 
high-valued specialty tomato products rather than on tomato paste and canned 
tomatoes. Spanish production and exports of tomato products are recovering 
from a decline that coincided with its accession to the European Community on 
January 1, 1986. 


Structure of the Industry 


The Estremadura area, located in southwest Spain, is the main producer of 
tomatoes for paste, while tomatoes for canning are produced mainly in the 
regions of Navarra, Rioja, and Origin in the Ebro River basin. The average 
size of tomato farms is very small, usually operated by a single family. In 
Estremadura, the average farm size is 3.5 hectares, with 70 percent of all 
tomato farms under 2 hectares. In the Ebro River Basin, the average farm size 
is even smaller, about 2.5 hectares, although only 44 percent of tomato farms 
are under 2 hectares. A few large farms of about 100 hectares exist in 
Estremadura. These farms use mechanized planting and _ harvesting. 
Approximately 15 percent of Spain’s processed tomato crop is harvested 
mechanically. 


Processing capacity is estimated at three times the annual EC quota of 667,000 
tons of fresh tomatoes. Plant size and total capacity began to expand in the 
early 1980’s mainly as a result of mergers and investment in modern, automated 
equipment. Since becoming a member of the EC, Spain has attracted foreign 
investment in its processed tomato industry, with U.S., Italian, and French 
firms purchasing large Spanish processing plants. Also, Spanish firms from 
other sectors are buying tomato processing plants. There are approximately 
200 factories in Spain that process tomato products. Many of these plants 
also process other vegetables and fruits. Of these 200 plants, 13 produce 
solely tomato paste. 


Production of high-valued tomato products includes "tomate frito" and tomato 
powder. Both these products use tomato paste as a base. "Tomate frito" is a 
tomato sauce with blended oil and spices and is consumed almost exclusively by 
the domestic market. In 1989, 70,000 tons (gross weight) of "tomate frito" 
was produced, using 30,000 tons of tomato paste, 28-30 percent TSS level. 
"Tomate frito" is packed in 1 kilogram and 0.5 kilogram containers for the 
retail market. Spain is becoming the major world producer of tomato powder 
which is used primarily in soups. Exports of tomato powder are mainly to the 
EC and the United States. In 1989, tomato powder production was 8,000 tons, 
using 26,500 tons of tomato paste, 28-30 percent TSS level. 


Tomato paste production in Spain is 80 percent at the 28-30 percent TSS level 
and 20 percent at the triple concentrated level of 36-38 percent TSS. In 
1989, 83,333 tons of tomato paste was produced at an average industrial rate 


Of 631. 
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SPAIN: PRODUCTION AND USAGE OF TOMATO PASTE, 1989 
(METRIC TONS) 


FINAL FRESH 28-30% FINAL 
PRODUCT TOMATO PASTE PRODUCT 
USAGE EQUIVALENT TONNAGE 
PASTE, 28-30% 119,912 195980 195985 
PASTE, 36-38% 41,088 6,848 5,366 
POWDER 159,000 26,500 8,000 
SFRIEO" 180,000 30,000 70,000 
TOTAL 500 , 000 Ba 7099 


Spanish production of canned tomatoes for 1989 is estimated at 228,000 tons, 
of which 138,000 tons went to canned whole peeled tomatoes and the remaining 
90,000 tons are primarily for crushed tomatoes, "tomate triturado," and some 
other non-whole tomatoes. While the output for canned whole peeled tomatoes 
is forecast to be 21 percent under its EC quota, production of "other tomato 
products" is forecast at 27 percent above the quota. 


"Tomate triturado," which is a Spanish version of crushed tomatoes, is 
displacing whole peeled tomatoes as_ the leading canned tomato product in the 
domestic market. In 1989, the canned tomato product mix consisted of 40 
percent of whole peeled tomatoes and 60 percent of "other tomato products." 
In 1986, the product mix was 50-50. 


EC Membership 


Prior to EC membership, the Spanish government had a_ system of export 
incentive programs for processed tomato products which included both fiscal 
relief and direct aid. These subsidies included export tax rebates of 7.2 
percent of the export f.o.b. value and pre-financing of exports through credit 
guarantees. After EC accession, these export subsidies were eliminated, 
leading to a decrease in production and exports. 


Under the terms of accession, the Spanish processed tomato industry began a 7 
year transition period beginning on January 1, 1986. During the first 4 years 
of membership, Spain had a_ small guarantee threshold of tomato products. 
Beginning in the 1990/91 marketing year, Spain’s quota will increase froma 
total of 667,000 tons to 767,000 tons. (See Vegetable Update on page 7 of this 
Review for proposed EC 1990/91 processed tomato quota.) Spain has 
consistently produced above its quota. The Spanish industry is anxious to 
have the quota increased, since fresh tomato processing capacity is estimated 
at approximately 1.8 million tons. 


EC QUOTAS FOR PROCESSED TOMATO PRODUCTS 
QUANTITIES OF RAW MATERIAL USAGE 
FOR SPAIN 
(Metric Tons) 


YEAR PASTE! WHOLE OTHER TOTAL 
PEELED PRODUCTS 

1989/90 370,000 209 , 000 88 , 000 667,000 

1990/7912 425,500 240,350 101,200 767,050 


‘Conversion rate for paste: 5.5-6.0 raw product to 1. ?Proposed 
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The amount of EC aid granted to Spain during the transition period is adjusted 
to accommodate the difference of the minimum grower price, which is less in 
Spain than in the EC-10. Beginning in the 1992/93 marketing year, the minimum 
ots a and production subsidies in Spain will be identical to those in 
the -1Q. 


SPAIN: EC MINIMUM GROWER PRICES & PROCESSING SUBSIDIES FOR CANNED TOMATO PRODUCTS 
(STATED CURRENCY UNIT PER METRIC TON) 


EC Sl eg ee ee 
CROP YEAR = MINIMUM PROCESSING SUBSIDY 
GROWER NET COST EXCHANGE NET OOST EXCHANGE NET OOST 
PRICE NET RAW WTI EQUIV OF FRUIT RATE OF FRUIT RATE OF FRUIT 
ene ance Pte e Ts a2 ty eke erg GRE y Obs FRULTS 9 pm RATE ge | OE) FRUET 
TOMATO PASTE 
ECU ECU ECU —- PLA/ECU PESETA PTA/S DOLLARS 
86/87 53.58 157.31 25.17 28.41 145.77 4,141 136 30.52 
oo ue BR ge Be Be ye HBS 
89/90 70.41 207.10 33.14 37.2 eS 0 53740 115 49.91 
WHOLE PEELED SAN MARZANO 
ECU ECU ECU - PLAECU PESETA PTA/$ DOLLARS 
86/87 79.39 39.17 29.38 50.01 145.77 7,290 136 53.72 
87/88 87.86 35.66 26.75 6112 Pal 54,000 9, 419 121 77.78 
88/89 99.72 | 52.58 39.44 60.29 154.00 9, 124 74.87 
89/90 =. 111.57 66.33 49.75 61.82 154.00 9,521 115 82.79 
WHOLE PEELED ROMA & SIMILAR 
ECU ECU ECU ECU PTA/EGU PESETA  PTA/S_—CDOLLARS 
86/87 74.13 41.19 30.89 43.24 145.77 6, 303 136 46.45 
87/88 78.53 32.62 24.47 54.07 145.77 7,981 121 65.13 
88/89 85.52 43.44 32.58 52:94 154.00 8,153 123 66.28 
89/90 92:51 50.92 38:19 54.32 154.00 8, 365 115 72.73 
NON-WHOLE PEELED 
ECU ECU ECU ECU —- PLA/EU PESETA  PTA/S_—CDOLLARS 
86/87 69.35 24.71 18.53 50.82 145.77 7,408 1 54.59 
87/88 69.22 24.61 18.46 50.76 145.77 7,400 121 61. 
88/89 73.20 28.24 21.18 52.02 154.00 8,011 1 65.13 
89/90 77.18 28.86 21.65 55.54 154.00 8,552 115 74, 


NOTES: Net_to raw weight ivalent: te 0.16 ed 0.75. 
Dollar eee ee eters Sires mae pope of January to March of each year. 
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Production and exports of tomato products declined after Spain became a member 
of the EC. The elimination of export subsidies, combined with a depressed 
world market at the time contributed to the decrease. The elimination of 
compensatory amounts, which were applied to Spanish exports of tomato products 
during the first two years of EC membership, the reduction of the EC duty on 
tomato products (which is zero, beginning in 1990), and the upswing in world 
prices have all contributed to production and export increases approaching 
pre-accession levels. Spain’s production of tomatoes for processing has 
increased 37 percent from 618,200 tons in 1986 to 850,000 tons in 1989. 

While the Spanish industry sees its ability to compete with other EC countries 
growing with increased quotas and equal production subsidies, the industry 
believes that its competitiveness in the EC market would be even more enhanced 
if current production subsidies were dismantled and free market forces 
dictated sales. 


Trade 


Spanish exports of tomato paste increased dramatically in 1987 and 1988, due 
to an increase in tomato powder exports and the tight world market. The bulk 
of the increase has gone to other EC countries. Spanish canned tomato exports 
are close to their pre-accession levels, with the main markets being the 
United States and the EC. In retaliation for the prohibition by the EC of 
beef imports from cattle treated with growth hormones, the United States 
applied a 100 percent tariff on canned tomatoes exported by the EC, beginning 
January 1, 1989. This has meant a significant loss to the Spanish industry, 
including greater competition in remaining third country markets. U.S. import 
Statistics have shown a decrease of 70 percent of Spanish canned tomato 
imports from 1988 to 1989. Spanish canned tomato exporters are anxious for a 
resolution of this dispute. 


SPAIN: EXPORTS OF CANNED TOMATO PRODUCTS 
(Includes whole, crushed, and diced) 
(Metric Tons, Calendar Year) 


YEAR U.S EC CANADA SWEDEN OTHER TOTAL 
1984 55,/46 26,709 11,060 3,093 6,292 80,900 
1985 31,940 13923 boy be ro ud 5201 63) 
1986 99 12,868 4,483 eM oe, 39, 398 
1987 24,191 215607 67229 1,200 Zio 56,030 
1988 Lol 297205 8,087 oLOG ao 60,653 


SOURCE: Spanish Trade Ministry 
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SPAIN: EXPORTS OF TOMATO PASTE 
(Includes tomato powder, at 28-30% TSS Basis) 
(Metric Tons, Calendar Year) 


ALGERIA SWEDEN OTHER TOTAL 
1984 4,496 12,244 2,090 2,939 4,637 26,406 
1985 5,517 POFO71 PS! 7, 754 1,092 6,294 33,678 
1986 4,977 6,068 A089 1,504 3,493 18,324 
1987 4,314 19 #589" "ET24.999° Mig79 6,269 44,433 


1988 8,172 227503 7,997 


SOURCE: Spanish Trade Ministry 
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SUPPLY/ 


DISTRIB. 


the capacity 
level is a doubling of 


Exports 


Deliv. To 
Processors Stocks 
Canned Tomatoes? 

2 0 4,600 
1983 240,000 5,000 
9 310,000 3, OU 
1985 235,000 60,000 
1986 141,200 55,500 
1987 217,000 0 
1988 244,000 0 
1989 274,000 0 

Tom. Paste? 
1983 425,000 3,000 
9 

1 487,000 10,000 
1985 459,000 17,900 
1986 316, 600 20,000 
1987 332,000 3,300 
1988 410,000 0 
1989 500, 000 0 


1Marketing Years are July to June. 
non-concentrated products. 
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‘ U.S. FROZEN POTATO PRODUCT EXPORTS 


U.S. frozen potato product exports have grown from 38,349 metric tons in 1980 
to 164,798 tons in 1989, a 330 percent increase. The driving force behind 
this tremendous growth has been frozen French fry exports to Japan. Frozen 
French fries made up 88 percent of U.S. frozen potato product exports in 1989, 
while Japan accounted for 88 percent of total frozen potato product exports. 
These percentages have remained relatively constant throughout this period of 
growth. The average unit value of exports also has remained relatively 
constant during the past 10 years. 


This stable price structure has been one of the factors contributing to the 
increase in U.S. exports. The differences in export unit values, shown in the 
table below, are a result of product mix. Those markets with low unit values, 
such as Singapore, receive almost all frozen French fries (92 percent in 
1989), whereas markets such as the Bahamas receive mainly further processed 
products such as hash browns (86 percent in 1989). 
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Along with the growth of U.S. frozen potato exports has been a shift in the 
destination of the exports not destined for Japan away from Europe and Canada 
to the developing nations of the Far East and Caribbean. The following table 
of the top 10 destinations for U.S. frozen potato products in 1989, highlights 
these new markets. The largest volume decline has been in exports to Canada. 
U.S. export figures to Canada are understated however, they give an indication 
of the trend in exports. The decline in exports to Canada from a_ high of 
4,052 in 1987 to 2,774 in 1989 is due in most part to the growth of the potato 
processing industry in Canada. The other major decline has been in Europe 
where exports have dropped from a high of 2,029 tons in 1984 to 399 tons in 
1989. This decline has been led by shrinking markets in Sweden, West Germany, 
and the United Kingdom. 
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U.S. FROZEN POTATO PRODUCT EXPORTS, TOP 10 MARKETS 


Country ———Metric Tons———- % ——Value ($1,000) % —Unit Values— 

1980 1985 1989 80 to 89 1980 (ga 7989 80 to 89 | 1980 1985 1980 
Japan 26,546 51,925 112,252 323% 17,354 36,973 79,377 357% 654 712 707 
Hong Kong “2,500 “4,011 143937 7m 27045. 39817 “53364 160% ~—«98G0. 902489 
Singapore 895 2,636 7,150 699% 685 2,037 3,445 403% 765 773 482 
Taiwan 0 74 53916 0 50 27750 676 465 
alarets 199 1,007 3376 1bee «© 185 $7 280RR BOB ala 1,480 
Canada 2,284 3, (82 2,714 % "Soy «S85 BES eo 


; eee Gee / 
South Korea 108 2.769 2464% ee Tae 1823 ee SH 
Philippines 95 Q 2,593 102727 30 0 1,435 4683% 1,200 553 
Indonesia 249 284 1,935 306% 137. ue uml97 a7 948 /480% 550m 604643 
Rest World 4,972 1,718 6,774 36% 3,517 1,481 5,422 54% 707 862 


TOTAL 38,349 66,147 164,798 330% 25,319 47,328 111,165 339% 660" 9715 9867/5 





The growth markets have been led by Hong Kong, Singapore, Taiwan, and the 
Bahamas. All of these countries have experienced tremendous economic growth 
in the past 10 years. There have, however, been numerous other factors which 
have led to U.S. frozen potato export gains including import liberalization, 
fluctuations in the U.S. dollar exchange rate, increased popularity of western 
foods, increased tourism, and the promotional efforts of the U.S. industry. 


FACTORS AFFECTING TOP 10 U.S. FROZEN POTATO MARKETS 


Country GNP per Capita 1/ Exchange Rate Percent. NPPB TEA 
Percentage Change Local Currency/U.S.$ Change  Expend.2/ 

80-85 85-88 80-88 1980 1985 1989 80-89 86-89 (S$) 

Japan 17.38 We eles et te ee LO Om Oe Ot | Lino 50) 14230391704 
Hong Kong CoO t SO. 02. Leal 5 eS ia Oe lO Dap LOZ 
Singapore 27.08 BOGE oe 10 ee t4 fee ee O02 le / B67 el) Dae Dh 
Taiwan 3/ 24.29 S49 o) Wow L Ooi? 9) mee 39 10 i 20a Omen ( ii) 389,500 
Bahamas | 18.67 N/A N/A i 1 1 0 0 
Malaysia 12769 6 Ome Uy Lae be OO ees GOSU 09 eee oo SV AS Ope 
Canada Bee) Dy 4 ee LO OF 2eee 500i be OOo 1 0 
S. Korea 4/ Baa e 2 les) Zee 6077 455 OLU0mU2 a O09.) 10 52,872 
Phvtippines (16.07) 51.54 27.18 /.5114 18.607 21.032 180 20,000 
Indonesia Lao, Br eel SO e009 9 gL, Om dt oy Gua LOU 69,371 


1/ The change in GNP/Capita for the Bahamas is between 1980 and 1983, no data 

~ is available beyond 1983. The figure used to determine the change in 
GNP/Capita for Indonesia, South Korea, and Singapore for 1988 is the 1987 
figure. 

ao, The NPPB TEA expenditure figures are for the fiscal years 1986 to 1989. 

The fiscal year 1989 figure is incomplete as not all expenditures have been 

reported. These figures account for TEA funds only and do not include 

U.S. grower or foreign importer/retailer contributions to the program. 

3/ Fast Food restaurants and frozen potato product imports were first allowed 


into Taiwan in 1984. 
4/ South Korean imports of frozen potato products were severely restricted 


between July, 1985 and July, 1988. 
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In order to understand the impact of these various factors we need to look at 
them more closely, on a market specific basis. Japan, Hong Kong, and South 
Korea provide a _ representative picture, as well as some insight into the 
prospects for the future. 


Japan 


All of the right economic and cultural factors have been in place for an 
explosion in U.S. frozen potato exports to Japan. U.S. exports reached an all 
time high of 112,252 metric tons, valued at $79.4 million in 1989. Of these 
exports, frozen French fries accounted for 102,434 tons or 91 percent. The 
remaining 9 percent is made up of other frozen potato products such as whole 
baked potatoes for food service use and consumer packed products. The United 
States is by far the dominant source for frozen potato products in Japan with 
a 72 percent market share in 1988, according to figures from the Japanese 
Ministry of Agriculture and Fisheries (MAFF) and the Japan Frozen Food 
Association. This market share has grown steadily from 29 percent in 1978, 
mainly at the expense of potato products produced in Japan, which have 
declined from 67 percent to 12 percent over the same period. 


JAPAN: FROZEN POTATO MARKET SHARE 
(Metric Tons) 


US 26,949 § 30,499, 33,4895 39,081, 44,282" 48 S8Gan O27 3915664, 7735105, 946 
Canaday 9:2,:657 53,6715 9 4,033") 95,4005 95,795) 0, 494mme (Goce els, Oc cao oe L 
Other 1/ 0 56 44 78 30 O20gR e226, L117 Omega 902 


Japan ~~ 36,0098 40,115, 42, 8257) 3/,466. 937, 134.5937,,0007826,500, 22,83 19e1/, 200 


Total” “65, 211% 7/4, 3819605591" 982,035.97, 200mes O00tm Io 00 120,003 sl san ou7 


1/ These figures are made up mainly of product from the Netherlands. 


The economic factors in Japan which have combined to fuel this’ growth in 
exports have included a steadily growing economy with much higher per capita 
incomes and resulting increased disposable income; an appreciating yen during 
the past five years, which has lowered the import price of the U.S. product; 
and a stable import policy. Added to these economic factors has been a 
cultural shift towards U.S. lifestyles and foods. This shift is reflected in 
the incredible growth of fast food and U.S.-style family restaurants in Japan. 
In 1988 there were 3,303 fast food outlets with sales of over $2.8 billion and 
1,485 family restaurants with sales of $2.2 billion. These numbers are up 
from 1,039 fast food outlets and 578 family restaurants in 1980. 


The U.S. potato industry has not sat back and let’ these positive economic 
conditions do all the work in increasing U.S. potato exports to Japan. Using 
Targeted Export Assistance (TEA) funds, grower funds and matching funds from 
Japanese importers, retailers, and restaurants, extensive promotional 
campaigns have been mounted. In addition to the TEA supported programs, U.S. 
processors have spent millions of dollars on their own promotions as_ have 
Japanese fast food chains and restaurants. 
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During the 4 years ending in September 1989, $7.3 million in U.S. government 
funds were spent in Japan under the TEA program, plus approximately $4 million 
in matching contributions. Another $3.3 million in TEA funds and $1.5 million 
in contributions are budgeted for fiscal year 1990. TEA expenditures have 
focused primarily on consumer-oriented activities--83 percent of expenditures 
between 1986 and 1989. Most important among these has been consumer 
advertising on television and in newspapers and magazines. For 1990 the 
emphasis will shift away from television to an expanded print campaign, 
designed to reach a wider geographic area. The other important consumer 
activity has been and will continue to be joint promotions with fast food 
chains and restaurants. The 1990 budget calls for $700,000 in TEA funds to be 
matched by $1.1 million in contributions from the Japanese food service 
industry to be used for these joint promotions. 


A smaller percentage of TEA funds are used for promoting frozen potato 
products for home use. This is a small but rapidly growing market in Japan, 
and one in which the United States is not the market leader. The market 
leader is the Netherlands with a 30.5 percent market share, followed by the 
United States with 21.8 percent. Based on market research carried out for the 
National Potato Promotion Board, the estimated annual expenditure on frozen 
potato products for household use in Japan has grown 95 percent between 1985 
and 1988, to a total of $86.7 million. Japan’s Frozen Food Association ranks 
frozen fried potatoes as_ the third most popular food for household 
consumption, behind frozen cooked rice and frozen croquettes. 


The Dutch have been able to gain a_ substantial portion of this market through 
innovative product design and marketing. The main Dutch brand is_ shaped in 
Roman alphabet characters and packaged in bright attractive boxes. Using the 
alphabet shaped product, the company has carried out extensive television 
advertising portraying Japanese children spelling English words with the 
potato products and of course happily consuming them. Major U.S. brands also 
have developed some television advertisements in recent years, also portraying 
children enjoying the product, but none as effective as their competitor’s. 
One component of this home-use market where the United States does enjoy an 
advantage is in microwaveable products. Further attention to this niche 
should pay off as _ the percentage of households in Japan with microwaves is 
quickly catching that of the United States. 


While nowhere near the size of the frozen French fry market, the other frozen 
potato product market, including product for both home and _ food service use, 
is the fastest growing in Japan. Between 1985 and 1989 U.S. French fry 
exports grew 113 percent while other frozen potato product exports to Japan 
grew 147 percent; and between 1988 and 1989 the percentages were 5 and 39 
respectively. U.S. producers need to devote increasing attention both in 
product development and advertising to this sector of the market. 


Hong Kong 


Fast food and frozen French fries were made for Hong Kong, where the emphasis 
is on speed and convince. A booming manufacturing and transportation center, 
precariously perched on the edge of the People’s Republic of China (PRC), Hong 
Kong has all the right factors for expanded exports of U.S. frozen potato 
products. Hong Kong’s small land mass and large population mean that there is 
almost no local food production, therefore, imports are it. Recognizing this, 
the Government has no import restrictions or tariffs on food products. These 
cramped quarters also mean that cooking at home is difficult, and thus 
restaurants abound. In-fact, residents spend almost 50 percent of their food 


budget eating out. 
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The economic explosion during the past 5 years has provided the population 
with greater disposable incomes. This economic growth has come from hard 
work, which has put a premium on people’s time. This need for speed can be 
seen in the prevalence of hand held cellular phones, which often times out 
number brief cases on downtown streets. The upcoming transition, in 1996, to 
People’s Republic of China rule has added a bit of a "get it while you can" 
attitude to economic life in Hong Kong. With everyone working all the time, 
the time left for lunch and dinner becomes less and less. 


The demand for fast food in Hong Kong is spurred on by a_ number of cultural 
influences, starting with its history as a colony and seaport, which sped the 
assimilation of western foods into everyday life. The expanding wealth has 
led to increased international travel and the corresponding exposure to new 
ideas and tastes. A further impetus for the adoption of western foods is that 


56 percent of the 6 million inhabitants are under the age of 30. The large 
expatriate community, approximately 2.5 percent of the population, also 
provides amarket for "foreign foods," as do the 4.5 million tourists who 


visited Hong Kong during 1987 alone. 


All of these factors have contributed to increases in the number of fast food 
restaurants in Hong Kong and in the volume of U.S. frozen potato exports to 
supply them. Fast food outlets grew 146 percent between 1980 and 1987, and 
accounted for 12 percent of all restaurants, up from 8 percent. U.S. frozen 
potato product exports grew accordingly as the United States supplies close to 
90 percent of the market, _and frozen French fries account for 92 percent of 
U.S. frozen potato product exports to this market. 


U.S. frozen potato exports to Hong Kong grew at an average annual rate of 19 
percent between 1985 and 1988. The U.S. Bureau of the Census figure of 14,937 
metric tons for 1989, is well out of line with this average growth. The unit 
value for 1989 of $359 per ton, well below the world average, is also suspect. 
Both of these factors lead one to believe that the tonnage figure is 
inaccurate. Using the world average unit value of $675 for 1989 and the value 
figure for Hong Kong of $5.4 million produces a more realistic export volume 
of 8,000 tons, which also is a 19 percent increase over 1988 export volume. 
Using this 8,000 ton figure, the increase in the volume of U.S. frozen potato 
exports to Hong Kong between 1980 and 1989 is 209 percent. 


The U.S. potato industry has not allowed events alone to dictate the growth of 
U.S. frozen potato products to Hong Kong. During fiscal years 1986 to 1989 
$554,192 in TEA funds were spent in conjunction with an equal amount of local 
and U.S. grower funds. Slightly over half of these funds have been spent on 
joint promotions with local as well as international fast food and restaurant 
chains. For fiscal year 1990 an additional $100,000 in TEA funds will be 


Spent on these joint promotions. Unlike most of the other frozen potato 
product markets in the Far East, the United States also is a supplier of fresh 
potatoes to Hong Kong. However, unlike the the French fry market where the 


United States is the dominant source, in the fresh market the United States is 
a distant third behind China and the Netherlands. Through promotions it is 
hoped that a connection can be made between the high quality U.S. French fries 
being consumed and the Russet Burbank potato from the United States. 


Given the inexorable link between Hong Kong and China it is not surprising 
that the events in Beijing during June, 1989 have had an impact on the economy 
of Hong Kong. The slow down in international economic activity with China has 
been directly felt in Hong Kong. Hong Kong’s gross domestic product (GDP) 
growth during 1989 was only 3.1 percent compared with 7 percent in 1988 and 
13.8 percent in 1987. U.S. frozen potato exports did not appear to be 
affected during 1989, however, if the economy continues at this slower pace, 
import growth will surely slow as well. 
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South Korea 


South Korea probably holds as great a potential for growth in U.S. frozen 
potato exports as any country in the world. It is also, by far, the most 
uncertain market, with new problems and hurdles developing almost daily. The 
South Korean Government shutdown most of the imports of frozen potato products 
on July 1, 1985 by placing these products on the import surveillance list. On 
July 1, 1988 these products were removed from the surveillance list, allowing 
free entry of the product. Continued problems with Customs clearance and 
product safety investigations have plagued the trade since that opening. 
Despite these problems the United States exported 2,769 tons of frozen potato 
products to South Korea during 1989, of which 93 percent were frozen French 
fries. 


Many of the same factors contributing to the growth of U.S. frozen potato 
product exports to the rest of the Far East also exist in South Korea, but 
with some important cultural differences. As shown in the table on "Factors 
Affecting..." the South Korean economy has had the highest growth of any of 
the countries sampled. The number of new cars caught in the traffic jams in 
Seoul attests to this tremendous increase in personal spending power for much 
of the population. Despite the devaluation of the South Korean won during the 
first five years of the past decade, it has regained much of its’ previous 
value against the dollar during the last five. Overall this means that the 
won price of U.S. products’ has been affected very little by fluctuations in 
exchange rates. 


The effect of these positive economic factors on the South Korean market are 
tempered by a cultural preference for domestic products, especially food 
products. This preference for domestic products even appears to be the case 
for domestically produced frozen potato products which are of poor quality due 
to the variety of potato grown in Korea. Further resistance to imported food 
products comes from the domestic farm sector, which employs a large percentage 
of the population, and thus, has strong political power. Farm sector support 
comes from price protection carried out, for the most part, via import 
restrictions. While these protectionist policies seem out of line with South 
Korea’s export based economy, it becomes more understandable when one goes 
into the countryside, and finds that very little of the economic improvements 
have actually gone beyond the major cities. 


The future of U.S. frozen potato product exports to South Korea depends on 
which influences on the market win out. If the demand side is able to 
withstand the nationalist pressures, Korea should continue to grow as a market 
for U.S. frozen potato products. The $100,000 in TEA funds budgeted for this 
market for fiscal year 1990 should help the cause. The bulk of these funds 
will go to joint promotions with fast food and restaurant chains, while 
$30,000 will be spent on public relations. 
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NATIONAL POTATO PROMOTION BOARD TEA EXPENDITURES 1/ 


Country/ 
Fiscalaveared/ 


Consumer 


Trade 


~--TEA Expenditures by Type of Activity--- 
Joint Promo 


Total 


Japan 
1986 
1987 
1988 
1989 
Total 

Singapore 
1986 
1987 
1988 
1989 
Total 

Malaysia 
1986 
1987 
1988 
1989 
Total 

Indonesia 


Hong Kong 
1986 

1987 

1988 

1989 

Total 
Taiwan 

1986 

1987 

1988 

1989 

Total 
South Korea 
1989 
Philippines 
1989 


1,625,068 
1,309, 200 
1,134)5/80 
2,005,984 
6,075,032 


0 
99,693 
89,044 
Bor zal 

220,950 


0 
0 
9,231 
0 
ek 


5,000 
0 
0 
5,000 


0 
79,646 
90,565 
63,280 

233,491 


10,000 
15,000 

1,635 
90, 300 
116,935 


10,000 


65,684 
Dio S 9G t 
151,194 
177,449 
574,308 


4,412 
0 
13,022 
0 
17,434 


1,801 


50,000 
220,979 
212,400 
166,985 
656,364 


38 , 000 
dd 22/ 
107,802 

59,844 
316,873 


50,000 
74,943 
70,046 
120,000 
314,989 


9,000 
24,000 
11,000 
44,000 


41,026 
91,289 
Baan 33 
64,997 

284,545 


0 
67,565 
75,000 

120,000 
262,565 


40,000 


1,740,752 
1,716,160 
1,498,374 
2,350,418 
7,305,704 


42,412 
210,920 
209, 868 

925057 
zo, 


51,801 
74,943 
1 De Je, 
120,000 
3207,021 


14,000 
29,000 
267374 
69,374 


55,936 
182,935 
178,644 
136,677 
554,192 


10,000 
B2065 
86,635 
210,300 
389 , 500 


52 ke 


1/ Figures are for U.S. government TEA funds only and do not 
include U.S. grower or foreign participant contributions. 
2/ The expenses for 1989 are incomplete as the NPPB has until 
the end of fiscal year 1990 to submit claims for 1989. 
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“ FRENCH WALNUT INDUSTRY y, 


Introduction 


France is the fourth largest producer of walnuts in the world after the United 
States, China, and Turkey. It is also the leading producer of walnuts in the 
European Community. Production of walnuts in France has remained relatively 
stable during the last few years. France, in addition to being a major 
exporter, is also among the top importers of walnuts in the world. 


WALNUTS: PRODUCTION, SUPPLY AND DISTRIBUTION IN FRANCE! 


(INSHELL BASIS, METRIC TONS) 


YEAR Beginning Production Imports TOTAL Exports Domestic Endin TOTAL ie 
eis: Sects Stocks SUPPLY Consumption Stocks BISTRIBUTION 
1980/81 0 21,000 3,800 24,800 8,000 16,500 300 
1981/82 300 10,000 11,350 21,650 5,870 15; 780 0 51 'e50 
1982/83 0 31,000 1,900 32,900 11,100 14,800 7,000 32/900 
1983/84 7,000 18,000 2,300 27,300 11,500 15,800 0 27,300 
1984785 0 14,200 7,700 21,900 8,800 13,100 0 21/900 
1985/86 0 23,300 4,500 27,800 9,300 18,500 0 27,800 
1986/87 0 27,900 6,600 34,500 10,700 23,800 0 34,500 
1987/88 0 26,500 6,700 33,200 11,500 2177 00 0 33,200 
1988789 0 21,500 11,400 32,900 10,900 22,000 0 32,900 
1989790 0 26,200 8,000 34,200 11,500 22,700 0 34,200 


1 
October—September marketing year. For 1989/90, production and beginni 
are estimates while all thet figures are PaEseeete. RetRac ty wis ecenue saat e 


As shown in the table, except for a few unusually low years, French imports 
and exports of walnuts have not changed drastically during the 1980’s. During 
the marketing year 1988/89, France exported 3,756 metric tons of inshell 
walnuts and 2,107 tons of shelled walnuts. West Germany is the most important 
export market for French walnuts, followed by Switzerland and Portugal. On 
the import side, the quantity of shelled walnut imports exceeds that of 
inshell walnuts. According to 1988/89 statistics, the United States is the 
primary source of French inshell walnuts imports, supplying 2,765 tons out of 
a total of 2,965 tons. China and India are the major suppliers of shelled 
walnuts, accounting for over 61 percent of total imports. Similarly, 
consumption has remained relatively stable in France over the past few years. 
The French walnut industry is going through a renovation and expansion phase, 
the ultimate outcome of which will also influence U.S. export of walnuts to 
its major market, the EC. 


FRANCE: SHELLED WALNUT EXPORTS, BY DESTINATION 
Metric Tons, Calendar Years 


COUNTRIES/ YEARS 1984 1985 1986 Lay 1988 
WEST GERMANY 804 856 997 0st 1,207 
SWITZERLAND dal 362 338 447 528 
BELGIUM/LUX. 164 167 202 Zul 276 
NETHERLANDS 260 228 226 ou 229 
DENMARK 152 148 160 196 202 
OTHER 170 143 163 241 200 
TOTAL 1,881 15,899 2,086 eos 2,642 


SOURCE: Statistical Office of the EC, Luxembourg 
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FRANCE: INSHELL WALNUT EXPORTS, BY DESTINATION 
Metric Tons, Calendar Years 


COUNTRIES/YEARS 1984 1985 1986 1987 1988 
WEST GERMANY 964 1379 1,546 1,429 1,185 
PORTUGAL 12 76 247 726 819 
SWITZERLAND 639 707 734 644 714 
BELGIUM/LUX. 862 762 368 689 854 
SPAIN 1,018 886 ei 915 309 
ITALY 64 35 101 46 117 
DENMARK 102 216 134 159 110 
OTHER 353 225 331 877 178 
TOTAL 4,014 4,286 4,582 5,485 4,286 


SOURCE: Statistical Office of the EC, Luxembourg 


FRANCE: SHELLED WALNUT IMPORTS, BY ORIGIN 
Metric Tons, Calendar Years 


COUNTRIES/ YEARS 1984 1985 1986 1937 1988 
INDIA 225 691 Bo 679 623 
CHINA 0 IS 211 244 583 
HUNGARY 354 392 280 424 B21 
ITALY 128 133 105 76 196 
TURKEY 2 30 12 58 148 
UNITED KINGDOM 83 66 ae 305 135 
OTHER 78 299 2 333 420 
TOTAL 870 L626 di 2/0 Cah, 2,426 


SOURCE: Statistical Office of the EC, Luxembourg 


FRANCE: INSHELL WALNUT IMPORTS, BY ORIGIN 
Metric Tons, Calendar Years 


COUNTRIES/ YEARS 1984 1985 1986 1987 1988 
USA 1,587 1,841 1,168 1,176 Palog 
WEST GERMANY 83 ih 47 194 550 
NETHERLANDS 19 46 Zi 69 als 
ITALY 274 83 36 7 45 
HUNGARY 76 36 65 49 20 
OTHER 314 118 124 85 56 
TOTAL 2a 2720! 1,461 100 2nL03 


SOURCE: Statistical Office of the EC, Luxembourg 
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Background 


The history of walnuts in France can be traced back to at least the 11th 
century. At that time walnuts were harvested in the valley of the Isere river 
in southeastern France. Centuries old walnut growing tradition has left its 
traces in village names such as Noyarey (which means walnut grove). Records 
from the year 1730 show that the whole countryside was covered with walnut 
trees. In the 19th century, walnuts became an intensively farmed crop, 
replacing silkworm breeding and wine making as the principal agricultural 


activity. The tradition of walnut harvesting continues today in _ the 
southeastern and southwestern France with each region claiming superiority in 
quantity and quality. In fact the two regions differ from each other in 


Organizational structure and the types of product marketed. 
Production Regions 


According to the French government, 60 percent of the walnuts are produced in 
the southwest while 40 percent of the production comes from the southeast. 
The producers in both regions can be classified as 1) extensive producers who 
primarily own scattered trees of walnuts and use family labor for various 
Stages of production and harvesting or 2) Specialized producers who own large 
orchards and are involved in intensive production. These categories are more 
distinct in southwestern France, whereas in the the southeast there is 
preponderance of specialized producers. 


Before the EC tree nut program was implemented, about 50 percent of French 
walnut production was controlled by organized groups. In the southeast, 
however, organized groups control a significant part of the production. The 
French Ministry of Agriculture has hada _ policy to promote formation of 
producer organizations with financial assistance. In addition to _ the 
cooperatives and syndicated groups, in the southeast, there is a_ technical 
group, the intérprofessional industry association (C.I.N.G.), that overseas 
and helps all producer groups. The administrator of this group is appointed 
by the government which gives the government some control over at least the 
research and technical aspects of the walnut industry. 


In the southwest there are 15 small groups of producers who control less than 
half of the total production in the region. Until the implementation of the 
new EC tree nut program, there had not been any group in the southwest, 
formally recognized by the government. All organizations have been privately 
formed and operated. 


Another difference between the southwest and southeast regions is the type of 
product each region markets. Most of the walnuts marketed in the southwest 
are shelled. In this region some walnuts are also consumed fresh, i.e., 
before the shell is hard, approximately 3 weeks prior to the harvest time. In 
the southeast most of the walnuts are marketed inshell. 


Marketing 


Most of the walnut crop is handled through traditional marketing channels. 
Producers sell the crop to merchants or traders who either pack or process it 
for shelling and then sell it to wholesalers. Some of these traders also are 
processors who shell the nuts before selling them to the wholesalers. Some of 
the walnut crop is sold through cooperatives directly to the retailers. Most 
of the traders who trade in walnuts do not handle walnuts exclusively but deal 
with a wide range of commodities. 
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Research 


The government of France encourages research into methods of improving yields 
and quality of several fruit and vegetables produced in the country. Most of 
the research on such products is conducted by the Technical Center for Fresh 
Fruits and Vegetables (C.T.I.F.L.). C.T.I.F.L. has research centers located 
in various parts of France. There are four such research stations, two in the 
southeast and two and southwest, that are involved in production and quality 
improvement research on walnuts. 


These research and experiment stations are involved in the following: 


- the study of varieties 

- experimenting with new pruning and harvesting techniques 

- irrigation and fertilization 

- improving yields through control over other standard cultural 
practices 

- trials on rootstock 

- improvement of walnut drying techniques using alternative 
sources of energy in order to increase efficiency of drying and 
packing plants. 


The research stations are testing the traditional varieties grown in France 
and hybrid varieties which have been developed in France. The French 
scientists claim that these hybrid varieties will be high yielding like the 
California varieties of walnuts while retaining the flavor and taste of 
traditional French walnuts. 


The size of trees of the hybrid varieties being tested is such that it may be 
possible to increase the number of trees planted per acre by 3 to 4 times. It 
is expected that hybrid varieties will yield 6 to 7 tons of walnuts per acre 
compared with an average of 1 to 3 tons with the traditional varieties. 
Traditional French varieties bear fruit in 7 to 10 years while the new 
varieties will bear fruit in 4 to 5 years. 


Although initial investment on the new varieties may be greater, potential 
returns from them are much greater as well. The research centers working on 
walnuts also are experimenting with irrigation methods. The researchers 
expect that the new varieties will be less costly to irrigate as they need 
smaller release of water quantity per hour. 


Since the new varieties are such that they will need to be irrigated and would 
also involve mechanized harvesting, most of them will have to planted on flat 
land. Currently, many small orchards of walnuts are planted on hilly 
terraces, especially in the southwest. Hence, most of the existing walnut 
growers will try to improve yield of the traditional varieties, which the 
researchers feel can be doubled using the practices and harvesting techniques 
tried at the research centers. A _ few orchards which are on flatter land and 
are larger in size may be renovated with new varieties. The new varieties in 
many cases are expected to be planted on additional acreage, where the 
cultural practices tried on the research centers can be performed. 


The question arises as to what, if any, role will the EC tree nut program play 
in this research and expansion of production of walnuts in France? This 
question becomes even more important in light of the fact that according to 
this program, funds will not be provided for any new additions to the area 
under walnut production. 
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The current research project on walnut production started at least two years 
before the EC tree nut program originally was considered by the EC council in 
Brussels. The Ministry of Agriculture and the walnut growers initiated the 
research in response to the need to improve returns to growers. The EC tree 
nut program has come at an opportune time for the French walnut industry. 
Some funds from the EC program are expected to be used in these research 
centers. 


There are three main sources of funds for the research conducted at the 
research stations: 


1. French government and EC funds 

2. Funds provided by various producer organizations, 
where the member producers pay into the research 
fund of the organization. 

3. Funds provided by the regional level authorities. 
(Southwest and southeast both have supporting 
fundsiftor C.t.i.FaL. research, ) 


Money made available to producer organizations by the EC under the new tree 
nut program will easily flow into these research projects under’ the second 
category above. The EC funds could help the growers to increase production 
through two channels; directly, by funding research to develop high yielding 
varieties, and financing of renovation of existing orchards. The indirect 
channel of assistance is the information and spillover the research could have 
by encouraging the planting of new orchards with these varieties. The EC 
program will provide no additional help for production and marketing of nuts 
produced on the additional acreage. 


The research centers also are experimenting with the existing varieties to 
determine where they could help growers increase yield on _ the existing 
orchards. There will be better marketing structure and product awareness in 
general, for all the additional output including nuts produced in newly 
planted orchards. 


Although French officials disagree with this position, trade sources indicate 
that walnut production in France may double over the next 10 to 15 years. If 
French production does leap ahead, it will be partly due to the EC tree nut 
program but primarily due to the other initiatives taken by the French 
Ministry of Agriculture to help the walnut sector. 


French Walnut Industry and the EC Tree Nut Program 


France was not among the countries that initiated the EC treenut program 
proposal. However, the objectives of the program are similar to those the 
French Ministry of Agriculture has tried to implement in the walnut sector for 
some time. The French government has always encouraged the formation of 
producer organizations, which also is at the heart of the EC program. 


The French government has the authority to approve or disapprove applications 
for recognition filed by individual organizations. The government intends to 
use this authority to encourage the formation of organizations, the way it 
would like them to be formed. For example, government sources indicate that 
only those producer organizations that also are involved in intensive 
marketing will be recognized. French and EC officials view Blue Diamond 
Growers of California as a model and would like their organizations to operate 
on similar lines. Many producers presently belong to organizations that are 
not involved in marketing. Such organizations will be encouraged to modify 
their activity. 
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The French government might use EC tree nut program funds to finance programs 
that were subsidized with French Government funds before the EC tree nut 


program was implemented. French national government subsidies to walnut 
growers have consisted primarily of aid granted for the planting and 
renovation of orchards and for the purchase of equipment. In 1988 the 


planting subsidy for walnut orchards was about 10 percent of planting costs. 
The aid is given only to farms that belong to a group or organization. 
Although there is no limit on the size of the organization, the individual 
farm must be at least one-half acre in size to be eligible for the French 


government aid. In essence the net increase in the money available to 
producers to carry out various activities may be smaller than what it could be 
if the government did not discontinue some of its own programs. For details 


on the EC tree nut program, see the February 1990 issue of Horticultural 
Products Review. 


Conclusion 


There is a possibility of increased production of walnuts in France during the 
next 10 to 15 years. There is sufficient area available in both regions to 
permit expansion of acreage. Also, only about 10 percent of walnut orchards 
in the southwest are irrigated. As growers shift towards the high yielding 
varieties, use of irrigation and other technology will increase. There is 
also a trend towards increasing the quantity of shelled walnuts marketed. 
This will mean increased supply of French walnuts for processed food markets. 
The impact of the EC tree nut program is still unclear. The initial reaction 
from the government officials and growers indicates active participation and 
hence an expectation of increases in yield and total production in the near 
future. 


} Asif J.\Chaudhry (202)447-2252 


MONTHLY EXCHANGE RATES FOR SELECTED FOREIGN CURRENCIES 
February 23, 1990 
(Foreign Currency Units Per U.S. Dollar) 


: 2/23/90 1/23/90 2/89 2/88 
: Currencies Current Month Ago Year Ago Two Year : 
Rate Rate Avg. Ago Avg. 

: Canadian Dollar 1.1980 PELPTS 1.1886 1.2679 

eC Uae, 0.8187 763/47, 0.8892 Onze 
British Pound 0.5848 0.6055 0.5703 O56 9) las 
French Franc 5.6840 577690 6.3024 Ded Somes 
West German Mark 1.6780 1.6970 1 853 C9 GUn. 

: Japanese Yen 147.1000 Ta St 7400 22 Fr e/ . 72007 12991 7/008: 

: South Korean Won 685.7000 67358000" % 67829830 "777.2650": 

: New Taiwan Dollar 25.9500 25.9400 27.6430 20 DO DU me 

: Singapore Dollar 1.8650 1.8810 129270 Peo kGouee 

: Hong Kong Dollar 7.8080 7.8095 7 OIE Leo 


1/ European Currency Unit. A weighted basket of the currencies 

of the 12 EC member states. 

Exchange rates are spot as of 3 p.m. Eastern Time, February 23, 1990. 
Source: FAS/TEID Exchange Rate Database and Wall Street Journal. 
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ox 
“ BRAZILIAN CITRUS UPDATE / 
ez i 


Orange production in the Brazilian State of Sao Paulo during the 1989 season 
is now estimated at a record 290 million boxes (90 pounds or 40.8 kilograms), 
10 million above the previous USDA estimate and 40 million above early season 
expectations. Below normal rainfall July through mid-October 1988 did result 
in a disappointing fruit set from the first bloom (August-September), but 
subsequent rainfall beginning in late October resulted in successful follow-up 
blooms with trees ending up carrying a larger number of oranges than in recent 
years. Improved grove care and favorable weather during the growing season 
resulted in excellent tree yields. Additionally, many growers made special 
efforts to minimize fruit drop and harvest out-of-season fruit for processing 
following the Florida freeze this past December. Rains in late December and 
into January delayed harvesting somewhat. As of mid-February, approximately 
95 percent of the crop had been harvested with completion anticipated in 
March. 


The increased fruit availability together with a strengthened export demand 
for frozen concentrated orange juice resulting from the Florida freeze will 
push total Brazilian utilization of oranges for processing to 10.5 million 
tons (257.3 million boxes) compared to 7.4 million tons a year earlier. The 
USDA estimate for Brazilian orange juice production during the 1989 season has 
been increased by 50,000 tons to 975,000 tons at 65 degree brix. Juice 
production could have been higher if not for late season rains which adversely 
affected overall season average processing yields. 


Orange juice exports by Brazil during the 1989/90 marketing season (July-June) 
is estimated at a record 925,000 tons. Some trade sources believe that 
shipments during the period could go as high as’ 950,000 tons. Brazilian 
exporters anticipate that the United States and Canada could’ take nearly 
550,000 tons of the total shipping volume. An additional 330,000 tons should 
be destined for markets in Western Europe along with 60,000 to 70,000 tons 
sold in Asia and the Middle East. 


According to data supplied by the Bank of Brazil for the July through November 
period and private trade sources for December 1989 and January 1990, export 
shipments of orange juice during July 1989-January 1990 totaled nearly 570,000 
tons. In order for the export forecast of 925,000 tons to’ be reached, 
Brazilian orange juice shipments must average 70,000 tons monthly over the 
remaining five months of the 1989/90 marketing year. This figure is 10,000 
tons below the monthly average set during the first 7 months of the season and 
less than half of the record 145,000 tons reportedly shipped in January. More 
than 50 percent of January’s movement went in drums which would’ enhance 
storage flexibility at destination. 


The export price of Brazilian orange juice increased dramatically ‘following 
the freeze in Florida. Export price quotes prior to the freeze in December 
1989) ranged from sl, 350 %to S1;450 per “ton, f:0.b. port of Santos. Price 
quotations in early February had increased to approximately $2,400 per ton. 
Increases in export prices have been in line with upward adjustments in 
Brazil’s minimum export price. This minimum export price is set by the Bank 
of Brazil and represents the minimum value that an exporter must state on his 
export declaration, and therefore the amount of dollars that must be turned 
over to the Brazilian Government for conversion to local currency. On 
December 26, 1989, the minimum export price was set at $1,120 per ton. 


MARCH 90 27 HORTICULTURAL PRODUCTS REVIEW 


Brazil had tied the minimum export price to a formula based on quotations from 
the previous running 20 day average of New York orange juice future prices. 
This system therefore had a significant lag built into it for the minimum 
export price to catch up with a_ sudden and sharp swing in market prices as 
reflected by future contract price levels. In order to compensate for this 
price lag, the minimum export price was revised to $1,470 per ton on January 3 
and made subject to $10 daily increases until it reaches the absolute daily 
value of New York futures. As of February 9, the Brazilian minimum export 
price was fixed at $2,070 per ton. 


BRAZIL: SUPPLY AND DISTRIBUTION OF ORANGES AND FCOJ* 


ITEM 1984 1985 1986 1987 1988 1989 
Oranges, Sao Paulo = ------------- Million Boxes** -—------------- 
Production! 205 239 220 220 210 290 
Fresh Consumption 18 Le 48 38 33 38 
Fresh Exports ez 2 2 2 2 2 
Processed 185 220 170 180 15 250 
FCOJRe raza ~---1,000 Metric Tons, 65 Degrees Brix? ---- 
Beginning Stocks 35 44 202 86 38 24 
Production 
Sao Paulo 768 860 592 690 690 950 
Other States 16 15 Le 20 20 2 
Total 784 875 603 710 73. 975 
Total FCOJ, SUPPLY 819 919 825 796 ok 999 
Domestic Consumption 10 15 20 20 20 20 
Export Shipments? 
Sao Paulo 749 687 688 718 684 900 
Other States 16 LD lia 20 23 2a 
Total 765 702 699 738 707 925 
Ending Stocks 44 202 86 38 24 54 
SAO PAULO FCOJ YIELDS 
Kilograms 65 Brix/Box ie 3.91 3.48 3383 3.94 3.80 
Boxes/MT 65 Brix FCOJ 241 2506 287 261 254 263 
42 Brix Gal./Box 1.43 1235 120 In oe 1386 3h 


* Harvesting and processing usually begin in late April or early May. The 
marketing season for FCOJ begins on July 1 of year indicated. ** 40.8 kg. or 
90 pounds. ‘Includes oranges produced in Sao Paulo’s commercial citrus zone, 
plus tangerines and tangors used for processing. *One metric ton at 65 brix 
equals 344.8 gallons at 42 degrees brix. “Includes tangerine juice. 


The end-of-season juice inventory for June 30, 1990, is forecast at: 54,000 
tons, more than double the level of a year earlier but 35,000 to 60,000 tons 
below early season forecasts. This stock level represents less than 6 percent 
of the 1989 season’s export shipments and only slightly more than the minimum 
level required to carry forward into the 1990 season for blending with 
early-season new-crop juice. 


David R.\ Tallent (202) 382-8897 
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U.S. EXPORTS OF SELECTED COMMODITIES BY DESTINATION 
MARKETING YEAR BEGINNING AS INDICATED 


YR_TDT 


VALUE (000 DOLLARS) 





CURR MO CURR MO 
YEAR LAST YR CURR YR LAST YR 
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Do you need 
information 
about... 





WM Overseas markets and 
buying trends? 


Bi New competitors and 
products? 


WB Overseas promotional 
activities? 


Subscription 
Order Form 


Check One: 


Enter my 12-month 
subscription. Enclosed is my 
check for $11.00 ($14.00 for 
foreign delivery). 


At such a low subscription 
rate, I'd like to lock it in for 2 
years. Enclosed is my check 
for $22.00 ($28.00 foreign 
delivery). 


Better yet, let's make it 3 
years. Enclosed is my check 
for $33.00 ($42.00 for foreign 
delivery). 





Then AgExporter— USDA's fact-filled monthly agricultural trade magazine— is for 
you. Based on official USDA data available nowhere else, AgExporter articles are 
clear and crisp, written to provide the export information you need, in a concise and 


extremely readable form. 


Special information is found in AgExporter's telegraphed, targeted news departments: 
Fact File, Country Briefs and Marketing News. And its tables and graphs give an 


immediate grasp of what's going on overseas. 


=< AgExporter 


January 1989 The News Magazine lor Food and Agncultural Exporters 


Gearing Up for Exporting: 
89 Things To Know 





In addition, periodic special 
issues—such as the one devoted 
entirely to the 10 steps to 
marketing success—give you a 
wide range of detailed information 
about overseas markets. 


If you use agricultural facts and 
figures in your business, you 
need AgExporter. 


Subscribe today! 


Send a check for the total amount payable to the Foreign Agricultural Service. 
Only checks on U.S. banks, cashier's checks, or money orders will be accepted. 


No refunds can be made. 


Mail this to: 

Foreign Agricultural Service 
Room 4642-S 

U.S. Department of Agriculture 
Washington, D.C. 20250 - 1000 
Please print or type 


Name (last, first, middle initial) 
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FAS Circulars: 
Market Information For 
Agricultural Exporters 


As an agricultural exporter, you To subscribe: Indicate which publications you want. Send a check for the total amount payable 
need timely, reliable informa- to the Foreign Agricultural Service. Only checks on U.S. banks, cashier’s checks, or interna- 
tion on changing consumer tional money orders will be accepted. NO REFUNDS CAN BE MADE. 

preferences, needs of foreign Mail this form to: Foreign Agricultural Service 

buyers, and the supply and Information Division 

demand situation in countries Room 4644-S 

around the world. U.S. Department of Agriculture 


Washington, D.C. 20250-1000 


No. of Subscriptions Subscription Rate 


The Foreign Agricultural Service 
can provide that information in 


its commodity circulars. Domestic Foreign 
pee 10002 Agricultural Trade Highlights (12 issues) $15.00 $ 23.00 
World agricultural information 10022 World Cocoa Situation (2 issues) 5.00 7.00 
and updates on special FAS ee 10003 World Coffee Situation (3 issues) 7.00 12.00 
export services for the food —___—- 10004 World Cotton Situation (12 issues) 24.00 35.00 
and agricultural trade all are 
available in these periodic Dairy, Livestock & Poultry: 
circulars. a | 0) 0010) Dairy, Livestock & Poultry: Export 
Trade & Prospects (12 issues) 28.00 56.00 
For a sample copy of these —___~—s«- 10006 Meat & Dairy Monthly Imports (12 issues) 22.00 28.00 
reports—which can supply you —— 10007 World Dairy Situation (2 issues) 5.00 8.00 
with the information you need pees | OOOS World Livestock & Poultry Situation (4 issues) 8.00 13.00 
to make sound business deci- —— 10009 All 30 Dairy, Livestock & Poultry Reports 63.00 105.00 
sions—check the box indicated, Grain 
me ‘ loans form, apd 10010 World Grain Situation & Outlook (12 issues) 24.00 35.00 
ee 0014 Export Markets for U.S. Grain & Products 
(12 issues) 24.00 35.00 
See 0013 USSR Grain Situation & Outlook (8 issues) 12.00 18.00 
—__-—«—«qi10014 All 32 Grain Reports 60.00 88.00 
10015 Horticultural Products Review (12 issues) 24.00 35.00 
a | OO16 World Oilseed Situation & Market Highlights 
(12 issues) 28.00 56.00 
wee 10017, U.S. Seed Exports (4 issues) 12.00 20.00 
eee OIG World Sugar and Molasses Situation & Outlook; 
World Honey Situation (3 issues) 7.00 10.00 
—_~—«- 10019 World Tea Situation; U.S. Spice Trade; 
U.S. Essential Oil Trade (3 issues) 7.00 12.00 
eee 10020 World Tobacco Situation (12 issues) 26.00 45.00 
10021 World Agricultural Production (12 issues) 24.00 35.00 
10023 Wood Products: International Trade and 
Foreign Markets (4 issues) 10.00 15.00 
—— Total Reports Ordered Total Subscription Price 


1 Please send me a sample copy. 


Enclosed is my Check for $______ Made Payable to Foreign Agricultural Service. 





Name (Last, first, middle initial) 


Organization or Firm 





Street or P.O. Box Number 





City State Zip Code 


Country Phone No. ( ) = 
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If your address should be changed__————Ss PRINT 
OR TYPE the new address, including ZIP CODE and 
return the whole sheet and/or envelope to: 







FOREIGN AGRICULTURAL SERVICE, Room 4644 So. 
U.S. Department of Agriculture 
Washington, D.C. 20250. 






HOW TO SUBSCRIBE 


“Horticultural Products Review" circulars are issued 12 times per year. 
They are available on a subscription basis for $24 in the United States or 
$35 for foreign addresses. 


To subscribe, send your check, payable to the Foreign Agricultural Service, 
to: Information Division, FAS, USDA, Room 4644-South Building, Washington, 
D.C. 20250-1000. Only checks drawn on U.S. banks, cashier's checks, or 
international money orders will be accepted. NO REFUNDS CAN BE MADE. 


HOW TO RENEW 


You will receive notification about 60 days before your annual subscription 
expires. To prevent a lapse in service, promptly return your renewal form 
and payment. Inquiries: If you have a question about your subscription, 
write to the above address or call (202) 382-9445. 


HOW TO OBTAIN DATABASE TAPES 


Agricultural production, supply and distribution database tapes are 
available on a one-time or subscription basis from the National Technical 
Information Service of the U.S. Department of Commerce. The tapes are 
updated quarterly and cogtain data for many commodities and countries from 
1960 to the present. Each tape costs $203 for domestic and $404 for 
foreign orders, including airmail, handling and shipping charges. Use 
order number PB 88-149570 and specify the recording density desired. Write 
to NTIS, 5285 Port Royal Road, Springfield, Virginia 22161, or call (703) 
487-4650 to obtain the most current tape or (703) 487-4763 for a 
subscription. 


